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INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Jackson District Library
Jackson, Michigan

We have audited the accompanying financial statements of the JACKSON DISTIRICT
LIBRARY, as of and for the year ended December 31, 2005, as listed in the table of contents.
These financial statements are the responsibility of the Jackson District Library’s management.
Our responsibility is to express an opinion on these basic financial statements based on our
andit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the basic financial statements. An audit also includes assessing the accounting prineiples
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of the Jackson District Library as of December 31, 2005, and the
respective changes in financial position for the year then ended in conformity with auditing
standards generally accepted in the United States of America. :

The Management’s Discussion and Analysis, required supplementary mmformation, and
additiona) information presented on pages 2-5, 22-24 and 25-26 respectively are not a required
part of the basic financial statements but are supplementary financial information required by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary information. -

~ However, we did not audit the information and express no opinion on it.

I tonide ¥ Wj—
OWSKI & COMPANY CPAs

Jackson, Michigan
May 12, 2006




Management’s Discussion and Analysis

Introduction

This discussion and analysis of the Jackson District Library’s financial performance provides
an overview of the Library’s financial activities for the fiscal year ended December 31, 2005.

Financial Highlights

» The Library assets at the close of December 31, 2005 exceeded its liabilities by
$3,975,446 (net assets). Of this amount, unrestricted net assets of $2,434,071 may be
used to meet the Library’s ongoing obligations.

= The total net assets of the Library increased by $122,922 during the year.

= At the close of the current fiscal year, the Library’s governmental funds reported
combined ending fund balances of $2,845,672, a decrease of $434,593 in comparison
with the prior year. Approximately 82% or $2,341,324 of unreserved fund balance is
available for spending at the Library’s discrefion.

» The Library’s tax base increased by 5.21%.

Overview of Financial Statements

This audit report consists of the independent auditor’s reporf, management discussion and
analysis, basic financial statements, required supplementary information and additional
information.

The basic financial statements comprise government-wide financial statements and fund
financial statements focusing on the Library in more detail. The financial statements also
contain notes to explain some of the information in the statements and provide more detailed
data.

Government-Wide Financial Statements

The government-wide statements provide information to readers with a broad overview of the
Library’s finances, similar to the private business sector. The statement of net assets includes
information on all of the Library’s assets and liabilities, with differences between the two
reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the Library’s financial position is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal
periods such as earned but unused vacation leave.




Management’s Discussion and Analysis

Governmental
Activities
2005 2004

Assets p 7,916,042 § 7,666,772
Liabilities 3,940,596 3,814,248
Net Assets

Invested in Capital Assets, net 1,396,597 828,066

Restricted 144,778 211,028

Unrestricted 2,434,071 2,813,430
Total Net Assets h 3,975,446 § 3,852,524
Revenues

Property taxes $ 3,271,643 % 3,132,154

State shared revenues 137,771 204,719

Charges for services 219,164 184,029

Penal fines 532,672 734,126

Investment income 109,659 49,650

Contributions and grants 37,750 141,325

Other revenues 688 . 59,028
Total revenues 4,309,347 4,505,035
Expenditures

Culture and recreation 4,186,425 3,936,009
Change in Net Assets $ 122,922 § 569,026

Fund Financial Statements

The fund financial statements provide more detailed information that is used to help maintain
control over the Library’s resources. Like other state and local governments, fund accounting
is used to ensure and demonstrate compliance with finance-related legal requirements.

Financial Analysis

As noted earlier, net assets may serve as a useful indicator of the Library’s financial position.
As viewed in the statement of Government Activities, assets exceeded liabilities by $3,975,446

and total net assets increased by $122,922 during the year.




Management’s Discussion and Analysis

Capital Asset and Long-Term Debt Activity.

The Library’s investment in capital assets as of December 31, 2005, amounted to $1,396,597
(net of accumulated depreciation). This investment in capital assets includes property,
equipment and books and related materials. The total increase in the Library’s investment in
capital assets for the current fiscal year was 68.5%.

Major capital asset events during the fiscal year included the following:

= $239,900 was used to purchase additional property at the Meijer Branch location for
expansion purposes.

»  $51,608 was used for building improvements during the fiscal year.

= $590,432 was invested in books and related Library materials.

Funding Issues

While the Library collected $3,271,643 in property taxes in 2005, this reflected a modest
increase of 4% over 2004, compared to a 7% increase in 2004 collections over 2003.
Furthermore the $532,672 in penal fines received in 2005 showed a marked decrease of 27% in
2005 over the 2004 receipts.

Like most other publicly funded governmental units in Michigan, the Library has also been
subject to the results of the instability of state revenues in recent years. Likewise, it is affected .
by Headley Amendment rollbacks and tax abatements which prevent property tax revenues
from growing at the original rate of a voted millage. Although the Library passed a 20-year
. millage at a rate of 1.00 mill in 1996, the current rate has fallen to .8642 of a mill as of
December 2005. What this means is that we have to struggle to operate without drawing on
reserve funds.

1t is also pertinent to note that several of the Library’s other revenue sources such as state
shared revenues, penal fines and confributions and grants have shown a marked decline over
2004. A significant drop in revenue occurred when the single business tax was tofally
eliminated for 2005 by the Michigan state legislature. Despite the fact that the single business
tax is under review the future of this revenue source is unknown. With a imited fund balance,
the Library must operate conservatively if it is to maintain its current levels of operation for the
remainder of the life of its 20-year millage.

The Library’s biggest challenge is its aging and poorly equipped physical facilities (4 of which
are over 100 years old), all of which have inferior electrical, plumbing and heating systems
sorely in need of replacement, and several of which are inaccessible to residents who are
physically challenged. Today, 100 years after the Carnegie Library was established in Jackson,
the Library’s users have greater expectations from the Jackson District Library. It is absolutely
critical that the Library significantly upgrade and expand all its facilities to address the
challenges posted by our aging and deteriorating facilities and meet the growing demand for
Library services countywide.




Management’s Discussion and Analysis
Funding Yssues (Continued)

It is clear that the need for capital improvements can in no way be financed through either
operating or reserve funds. The only answer is a special millage dedicated to new or expanded
buildings, as well as any additional operating costs generated by adding staffing, hours,
utilities, and services. One of the Board’s major tasks in 2006 will be to establish the amount it
would require for such a plan, how much millage would be required to pay for and operate the
new or expanded and renovated facilities, and how the entire project would be financed through
a combination of private fund raising and a public vote. The Board will also need to address the
issue of establishing a reserve fund to maintain the current Library buildings and facilities, as
well as creating a reserve fund to provide seed money toward the new facilities that are
expected to be built beginning early 2008 following the successful passage of a millage in
August 2007,

Budget Priorities for 2006

At the same time, it is essential that the Library continue to provide a high level of service in
the most cost effective manner. The folowing new initiatives were considered in preparing the
Library’s budget for the 2006 fiscal year:

» Increases in the employment budget to reflect the addition of new positions to assist
with marketing and technology demands along with increased circulation.

» Increased printing, promotions, and publicity budget for new marketing position to use
for increased advertising,

» Increased contracted services budget to provide for professional support and external
consultants associated with the Library renovation and expansion projects.

» Increased programming budget for outreach and collaborations and for
commemorating the 100® anniversary of the Carnegie Library.

= Increased collection budget to reflect increased demand in three areas:
1. Creation of a Hispanic Materials collection.
2. Expansion of the African-American collection.

3. Funding for additional popular materials at all thirteen Library locations.

Requests for Information

This financial report is designed to provide a general overview of the revenues it receives for
all those with an interest in the Library’s finances.. Questions concerning any of the
information provided in this report should be addressed to the Director or Assistant Director, at
244 West Michigan Avenue, Jackson, Michigan 49201, phone 517-788-4199.

-5
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JACKSON DISTRICT LIBRARY

STATEMENT OF NET ASSETS
DECEMBER 31, 2005
GOVERNMENTAL
ASSETS: ACTIVITIES
Cash and cash equivalents $ 2,166,032
Investments 861,113
Accounts receivable 33,159
Prepaid expenses 12,502
Property taxes receivable 3,446,639
Capital assets, net 1,396,597
Total assets ' $ 7,916,042
LIABILITIES:
Accounts payable $ 53,904
Accrued liabilities ‘ 18,499
Accrued payroll ‘ 40,915
Deferred property taxes 3,446,639
Deferred revenue 113,816
Noneurrent Habilities:
Compensated absences 266,823
Total liabilities 3,940,596
NET ASSETS:
Invested in capital assets, net 1,396,597
Restricted | 144,778
Unrestricted 7 2,434,071
Total net assets 3 3,975,446

The accompanying notes are an integral part of these financial statements.
. -6-




JACKSON DISTRICT LIBRARY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2005

PROGRAM GOVERNMENTAL

REVENUES ACTIVITIES
NET (EXFPENSE)
CHARGES REVENUE AND
: FOR CHANGES IN NET
EXPENSES SERVICES ASSETS
FUNCTION/PROGRAMS
General government S 4186425 § 219,164 - § (3,967,261)
GENERAL REVENUES:
Property taxes 3,271,643
State shared revenues . 137,771
Penal fines 532,672
Investment income 109,659
Contribufions and grants _ . 37,750
Other revenues . 688
Total general revenues 4,090,183
Change in net assets 122,922
Net assets - beginning of year 3,852,524

Net assets - end of year ' 3 3,975,446

The accompanying notes are an integral part of these financial statements.
-7




JACKSON DISTRICT LIBRARY
GOVERNMENTAL FUND BALANCE SHEET

DECEMBER 31, 2005
GOVERNMENTAL
ASSETS: FUND
Cash and cash equivalents ' $ 2,166,032
Investments 861,113
Accounts receivable 33,159
Prepaid expenses 12,502
Property taxes receivable 3,446,639
Total assets $ 6,519,445
LIABILITIES:
Accounts payable $ 53,904
Accrued liabilities 18,499
Accrued payroll ‘ 40,915
Deferred property taxes - 3,446,639
Deferred revenue 113,816
Total liabilities 3,673,773
FUND BALANCES:
Reserved 185,720
Designated 318,628
Unreserved/Undesignated 2,341,324
Total fund balance 2,845,672
Total liabilities and :
fund balance $ 6,519,445

The accompanying notes are an integral part of these financial statements.
-




JACKSON DISTRICT LIBRARY
RECONCILIATION OF GOVERNMENTAIL FUND BALANCE SHEET
TO THE STATEMENT OF NET ASSETS '
DECEMBER 31, 2005

TOTAL FUND BALANCE - GOVERNMENTAL FUND $ 2,845,672

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the governmental
fund balance sheet. Net of accumulated depreciation. 1,396,597

Long-term liabilities are not due and payable in the current
period and therefore are not reported in governmental funds. {266,823)

TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES $ 3,975,446

The accompanying notes are an integral part of these financial statements.




JACKSON DISTRICT LIBRARY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-
GOVERNMENTAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2005

REVENUES
Property taxes
State shared revenues
Coop reimbursement
Fines and fees
Video rentals
Penal fines
Investment income
Contributions and grants
Other revenues

Total revenues

EXPENDITURES
Culture and recreation

EXCESS OF REVENUE OVER
(UNDER) EXPENDITURES

FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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GOVERNMENTAL
FUND

$ 3,271,643
137,771

35,203

93,843

70,415

532,672

109,659

37,750

20,391

4,309,347

4,743,940

(434,593)

3,280,265

$ 2,845,672




JACKSON DISTRICT LIBRARY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2005

NET CHANGE IN FUND BALANCE - TOTAL GOVERNMENT FUND

Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their
estimated useful lives as depreciation:

Capital outlays

Depreciation expense
Increase in non-current liability for compensated absences payable
is an expense in the statement of activities but is not an expenditure

in the governmental funds.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
-11-
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Jackson District Library conform to accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental
units. The following is a summary of the significant accounting policies used by the Jackson
District Library:

A. REPORTING ENTITY

The Jackson District Library (the “Library”) was formed January 1, 1978, from a consolidation
of the City of Jackson and County of Jackson Library systems. The Library is governed by an
appointed board of trustees with seven-members.

B. GOVERNMENT WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e. the statement of net assets and statement of
activities) report information on all of the nonfiduciary activities of the Library.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segments are offset by program revenue. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include (1) charges to users
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided
by a given function or segment; and (2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL
STATEMENT PRESENTATION.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by
'the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considered to be available if it is
collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, expenditures
relating to compensated absences, and claims and judgments are recorded only when payment
is due.

-12-




JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

The Library reports the following major governmental fund:
General Fund

The General Fund is the general operating fund of the District. It is used to account for all
financial resources.

D: ASSETS, LIABILITIES, AND NET ASSETS

Bank Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with a maturity of three months or less when acquired. Investments are stated at
fair value.

Receivables and pavables

All trade and property tax receivables are shown as net of allowance for uncollectible amounts.
Property taxes are levied on each December 1* on the taxable valuation of property as of the
preceding December 31%, Taxes are considered delinquent on March 1* of the following year,
at which time penalties and interest are assessed.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Restricted Assets

Restricted assets consist of cash and investments that have been restricted by the donor at the
date of the gift.

A joint venture between the Jackson District Library and the Jackson Community College to
operate and maintain an automated library system to be shared between the two parties. Cash
received from the Jackson Community College is restricted for the maintenance and operation
of the system. '

Capita] Assets

Capital assets, which include books and related materials, property and equipment, are defined
by the Library as assets with an initial individual cost of more than $5,000 and an estimated
useful life in excess of two years. (Computers or property and equipment purchased in groups
are combined for the purpose of the capital threshold amount.)

Compensated Absences
It is the Libraries policy to permit employees to accumulate earned but unused sick and

vacation pay benefits. All sick and vacation pay is accrued when incurred in the Statement of
Net Assets. ' '

-13-




JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

D: ASSETS, LIABILITIES, AND NET ASSETS (Continued)

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management plans
that are subject to change.

E. ESTIMATES

The preparation of financial statements in accordance with generally accepted accounting
principles requires management to make estimates and assumptions that effect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
for the governmental fund. The budget document presents information by fund and function.
The legal level of budgetary control adopted by the governing body is at the line item.

Encumbrance accounting is employed in the government fund. Encumbrances (e.g., purchase
orders, contracts) outstanding at year end are reported as reservations of fund balances and do
not constitute expenditures or liabilities because the goods or services have not been received
as of year end; the commitments will be reappropriated and honored during the subsequent
Vyear.

Excess of Expenditures Over Appropriations in Budgeted Funds

During the year ended December 31, 2005, the District incurred expenditures in the General
Fund which were in excess of the amounts appropriated. The variance is as follows:

Budget Actual Variance

Contracted services:
Building/grounds $ 50,000 $ 51,287 § (1,287)

NOTE 3: CASH, CASH EQUIVALENTS AND INVESTMENTS
Cash, cash equivalents, and investments of the District can be defined as follows:

Cash and cash equivalents consist of cash on hand, deposits (checking accounts), and
investments with an original maturity no greater than 90 days. Deposits are in one local bank
with accounts in its name. Surplus funds are invested in accordance with state law and Board
resolutions. Authorized investments include:

(1) Bonds, securities and other obligations of the Umted States or an agency or
instrumentality of the United States; :

(2) Certificates of deposit, savings accounts, deposit accounts or depository receipts of a

financial institution, but only if the financial institution is eligible to be a depository of
funds belonging to the state under a law or rule of this state or the United States;

14~




JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 3: CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)
(3) Commercial paper rated at the time of purchase within the highest classification
established by not less than two standard rating services, and that matures not more than
270 days from the purchased date;
(4) Repurchase agreements consisting of instruments listed in subdivision (1) above;
(5) Bankers’ acceptances of United States banks;
(6) Mutual funds registered under the Investment Company Act of 1940, and with
authority to purchase only investment vehicles that are legal for direct investment by a

public corporation;

(7) Obligations described in (1) through (6) as named above is purchased through an
interlocal agreement under the Urban Cooperation Act of 1967,

(8) Investment pools organized under the Surplus Funds Investment Act, 367 of
1982;

(9) Investment pools organized under the Local Government Investment Pool Act,
121 of 1985.

The Governmental Accounting Standards Board Statement No. 3 risk disclosures for the
District’s cash deposits are as follows:

: Carrying
Deposits Amount
Imprest cash $ 242
Insured (FDIC) ‘ ‘ 100,000
Uninsured , 2,065,790

$ 2,166,032

The District’s deposits are in accordance with statutory authority.

The Library’s investments are categorized below to give an indication of the level of risk
assumed by the Library. Risk category 1 includes those investments that meet any one of the
following criteria: insured, registered, or held by the Library or its agent. Risk categories 2 and
3 include investments that are neither insured nor registered. Category 2 includes investments
that are held by the counterparty’s trust department (or agent) in the Library’s name. Category
3 includes investments held by the counterparty or the counterparty’s trust department (or
agent) but not in the Library’s name. '

_15-




JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 3: CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

Category Category Category

Investment Type 1 2 3 Total Cost

Investment - Cash $ 125,749 §$ - § - $ 125749 § 125749
Government honds - 727,621 - 727,621 724,200
Corporate equities - 7,743 - 7,743 5,034

$§ 125749 § 735364 S § 861,113 $§ 854,983

The corporate equities represent mutual funds donated directly to the Jackson District Library.
Investment and deposit risk

Interest Rate Risk. State law limits the allowable investments and the maturities of some of the
mvestments. The Library’s investment policy does not have specific limits in excess of state
law on investment maturities as a means of managing its exposure to fair value losses arising
from increasing interest rates.

Credit Risk. State law limits investments to specific government securities, certificates of
deposits and bank accounts with qualified financial institutions, commercial paper with specific
maximum maturities and ratings when purchased, bankers acceptances of specific financial
institutions, qualified mutual funds and qualified external investment pools.

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
District’s deposits may not be returned. State law does not require and the Library does not
have a policy for deposit custodial credit risk.

Concentration of Credit Risk. State law permits allowable investments but does not limit
concentration of credit risk.

NOTE 4: PROPERTY TAXES

Property tax revenues shown in the General Fund reflect the 2004 District levy of .8682 mills
on the assessed valuation of property located in the County as of the preceding December 31st.
Assessed values are established annually by the county and are equalized by the State at an
estimated 50% of current market value.

The 2004 levy covers the District’s fiscal year of January 1, 2005 to December 31, 2005. The
2004 tax levy became a lien on properties on December 1, 2004, and was substantially
collected in early 2005. Taxes became delinquent on March 1, 2005. Taxes receivable -
subsequent year, as presented in the Library’s financial statements represents the next
accounting period’s uncollected taxes. Deferred taxes represent the subsequent years taxes
both collected and uncollected that are unearned. These amounts are reported as such because
the tax bills were issued December 1, 2005 for the 2006 fiscal year revenue.

-16-




JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 5: CAPITAL ASSETS

Capital assets, which include property, equipment and books and related materials, are
depreciated using the straight-line method over the following useful lives:

Books 2 10 10 years
Audio Visual 3 years
Circulating Software 3 years
Computer equipment 5to 7 years
Equipment 5to 7 years
Building Improvements 15 to 30 years

Capital asset activity of the primary government for the current year was as follows:

Beginning Ending
Balance Increases Decreases Balance

Governmental Activities

Capital Assets Being Depreciated:
Land b - $ 239900 $ - $ 239,900
Building Improvements 5,000 51,608 - 56,608
Books 719,001 391,134 - 1,110,135
Audio Visual 245,705 139,142 - 384,847
Circulating Software ' 17,521 9,431 - 26,952
Computer Equipment 75,189 50,725 - 125,914
Equipment 14,942 - - 14,942
Subtotal 1,077,358 881,940 - 1,959,298

Less Accumulated Depreciation for: ,
Land - - - -
Building Improvements - - - -
Books 145,917 181,860 - 327,777
Aundio Visual 81,341 105,092 - . 186,433
Circulating Software 5,364 7,412 - 12,776
Computer Equipment 13,018 17,360 - 30,378
Equipment 3,202 2,135 - 5,337
Subtotal 248,842 313,859 - 562,701

Net Capital Assets Being Depreciated § 828,516 § 568,081

R=E]
1

( § 1,396,597

Under GASB 34 the Library was not required to retroactively report fixed assets. Accordingly
the Library chose not to retroactively report fixed assets prior the year ending December 31,
2003.
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 6: COMPENSATED ABSENCES

Full-time District employees earn vacation and sick leave in accordance with the Library’s
personnel policies. Afler one year, all employees are entitled to vacation ecamed based on
length of service, and a maximum of one week may be carried over to the following year. All
employees earn sick leave at varying rates.

Upon termination, 50% of accumulated sick leave benefits up to a maximum of 90 work days
will be paid by the District after 2 years of service.

Unpaid leave at December 31, 2005, which is not liquidated within the current operating cycle,
has been reported in the governmental activities.

NOTE 7: DEFINED BENEFIT PENSION PLAN

Plan Description

The District contributes to the Michigan Municipal Employees Retirement System. The
“System”, an agent of multiple employer public employee retirement systems, acts as a
common investment and administrative agent for units of local government in Michigan. The
District’s payroll, for employees covered by the System for the year ended December 31, 2004
was $1,194,149. Total gross pay for this period for all employees was $2,279,332.

All full-time employees become a member of the System on the first day of employment, and
are completely vested after 6 years of service. Normal retirement begins at age 50-60,
depending on years of service. Service retirement allowances are based upon percentages
ranging from one to two percent of 5-year final average compensation depending on the benefit
program selected, social security coverage, etc. District employees are required to contribute 4
percent of their annual salary to the System. The District is required to contribute the
remaining amounts necessary to fund the System based on an actuarial basis specified by
statute.

Plan Assets

Information for the amount and types of securities included in plan assets is not available from
the System. There are no loans from the System at December 31, 2005. Because these assets
are held by the Michigan Municipal Employee’s Retirement System, they are not reported as
assets of the Jackson District Library in these financial statements.

Funding Status and Progress

The “pension benefit obligation” is a standardized disclosure measure of the present value of
pension benefits, adjusted for the effects of projected salary increases, estimated to be payable
in the future as a result of employee service to date. The measure, also known as the actuarial
present value of credited projected benefits, is intended to (i) help users assess the plan’s
funding status on a going-concern basis, (i) assess progress being made in accumulating
sufficient assets to pay benefits when due, and (iii) allow for comparisons among public
employee retirement plans. The measure is independent of the actuarial funding method used
to determine contributions to the plan.
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 7: DEFINED BENEFIT PENSION PLAN (Continued)

Funding Status and Progress (Continued)

The pension benefit obligation was determined as part of an actuarial valuation of the plan as of
December 31, 2004, the date of the most recent actuarial valuation. Significant actuarial
assumptions used in determining the pension benefit obligation include (a) a rate of return on
the investment of present and future assets of 8.0% per year compounded anmually, (b)
projected salary increases of 4.5% per year compounded annually, attributable to inflation, (c)
additional projected salary increases ranging from 0.0% to 4.2% per year, depending on age,
attributable to seniority/merit, and (d) the assumption that benefits will increase 2,5% annually
after retirement for persons under Benefit E-2.

At January 1, 2005,. the assets in excess of the pension benefit obligation for the Jackson
District Library were $1,212,517 determined as follows:

Pension Benefit Obligation:
Retirees and beneficiaries currently

receiving benefits $ 1,350,799
Terminated employees not yet receiving benefits 672,124
Non-vested terminated employees {pending

refunds of accumulated member contributions) 17,711

Current employees:
Accumulated employee contributions,

including allocated investment income 368,301
Employer financed 1,098,370
Total Pension Benefit Obligation 3,507,305

Net Assets Available for Benefits, At Cost
(Market value is $4,607,109) 4,719,822

Assets in Excess of the Pension
Benefit Obligation _ $ 1,212,517

During the year ended December 31, 2004, the plan for the Jackson District Library
experienced a net change of $116,743 in the excess pension benefit obligation. The combined
change in the pension benefit obligation resulting from benefit changes, if any, and revisions in
actuarial assumptions is $0. '

Contribution Requirements and Contributions Made -

MERS funding policy provides for periodic employer contributions at actuarially determined
rates that, expressed as percentages of annual covered payroll, are designed to accumulate
sufficient assets to pay benefits when due. The normal cost and amortization payment for the
year ended December 31, 2004, were determined using an attained age actuarial funding
method. Unfunded actuarial accrued liabilities, if any, were amortized as a level percent of
payroll over a period of 30 years.
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATMENTS

NOTE 7: DEFINED BENEFIT PENSION PLAN (Continued)

Contribution Requirements and Contributions Made (Continued)

During the year ended December 31, 2004, no employer contributions were made in
accordance with contribution requirements determined by an actuarial valuation of the plans as
of December 31, 2004. Employee deductions are remitted to the plan monthly.

The effect of changes in actuarial assumptions or methods affecting the December 31, 1993
actuarial valuation and the effect of changes in benefit provisions, if any, on the computed
contribution was not computed.

Significant actuarial assumptions used to compute contribution requirements were the same as
those used to compute the standardized measure of the pension benefit obligation.

Ten -Year Trend Information

Historical trend information, as contained in the actuarial valuations for the periods indicated,
is as follows:

PBOasa
Val. Pension Percent
Date Net Assets Benefit Assets in Annual "of Annual
Dec. Available Obligation  Percent Excess Covered Covered
31 for Benefits (PBO) Funded . of PBO Payroll Payroll
1995 2,039,871 1,436,809 142% 603,062 742,610 81%
1996 2,285,878 1,501,438 152% 784,440 762,957 103%
1997 2,717,823 1,964,275 138% 753,548 783,917 96%
1998 3,037,748 2,153,152 141% 884,596 770,757 115%
1999 3,471,090 2,071,554 168% 1,399,536 012,232 153%
2000 3,790,968 2,344,160 162% 1,446,808 088,308 146%
2001 4,061,616 2,616,322 155% 1,445,294 1,111,928 130%
2002 4,172,080 2,895,437 144%, 1,272,643 1,130,716 113%
2003 4,462,261 3,366,487 133% 1,095,774 1,304,603 84%
2004 4,719,822 3,507,305 135% 1,212,517 1,154,149 102%

Ten-year trend information presenting the MERS progress in accumulating sufficient assets to
pay benefits when due is presented in the January 1, 2005 MERS Comprehensive Annual
Report. ' '
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 8: JOINT VENTURE

The District entered into a joint venture with Jackson Community College on September 25,
1991 to acquire, install, operate, and maintain an automated library system to be shared
between the parties. The initial system cost, future additions, upgrades and maintenance are
shared by Jackson District Library and Jackson Community College at a 2/3 - 1/3 ratio,
respectively. An Opportunity Fund was established with each member depositing $5,000 in an
escrow account, The total balance in the investment account is $317,940, which is offset by a
liability for Jackson Community College’s portion of the $113,816 at December 31, 2005.

NOTE 9: RESERVED FUND BALANCE/RESTRICTED NET ASSETS

The amounts reported in the Statement of Net Assets identified as restricted net assets are
comprised of the following:

Restricted for shared computerization agreement $ 113,816
Restricted for employee flex plan witholdings 1,168
Restricted for donor imposed restrictions 29,794

Total Reserved Net Assets . h) 144,778

The amounts reported in the Governmental Funds Balance Sheet as reserved/designated fund
balance are comprised of the following:

Reserved for shared computerization agreement $ 113,816
Reserved for employee flex plan witholdings 1,168
Reserved for donor imposed restrictions 29,794
Reserved for encumberances 40,942

Total Reserved Fund Balance $ 185,720
Designated by board action ' ‘ $ 318,628

NOTE 19: RISK MANAGEMENT

The Library is exposed to various risks of loss related to property loss, torts, errors and
omissions and employee injuries (worker’s compensation), as well as medical benefits
provided to employees. The Library has purchased commercial insurance to manage these
risks. '
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JACKSON DISTRICT LIBRARY

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 20035

Beginning of Year Fund Balance
Resources (Inflows)
Property taxes
State shared revenues
Coop Reimbursement
Fines and fees
Video Rentals
Penal fines
Investment income
Contributions and grants
Other revermes
Amounts available for appropriation

Charges to Appropriations (Outflows)
Salaries and wages
Board per diem
Social security
Health insurance
Life insurance
Unemployment
Director's conferences
Office supplies
Postage
Computer supplies
Printing/promotions/publicity
Technical processing supplies
Contracted services:
Professional
Office equipment
Building/grounds
Software/upgrades
Other
Online computer library catalog
Shared computerization maintenance
Building and maintenance supply
Gifts and memorial materials
Professional memberships and dues
Subtotal

VARIANCE WITH
FINAL BUDGET
ORIGINAL  AMENDED FAVORABLE
BUDGET BUDGET ACTUAL  (UNFAVORABLE)
$ 3,061,004 $ 3,280,265 $ 3,280,265 -
3,290,000 3,290,000 3,271,643 (18,357)
213,000 138,000 137,771 (229)
33,000 35,203 35,203 -
72,000 85,259 03,843 8,584
65,000 70,415 70,415 -
600,000 533,000 532,672 (328)
18,000 90,570 109,659 19,089
9,000 31,557 37,750 6,193
28,000 35,652 20,391 (15,261)
7,389,104 7,589,921 7,589,612 (309)
2,434,000 2,300,000 2,290,879 9,121
10,000 9,000 8,830 170
187,260 176,000 171,123 4,877
482,000 456,000 455,736 264
6,000 700 653 47
6,000 6,480 6,478 2
6,000 4,800 4,704 96
37,000 - 37,000 33,647 3,353
22,000 18,000 17,686 314
38,000 46,000 44,929 1,071
22,000 - 22,000 20,278 1,722
22,000 17,000 16,299 701
25,000 25,000 24.437 563
30,000 30,000 27,470 2,530
65,000 50,000 51,287 (1,287)
23,000 23,000 17,520 5,480
23,000 40,000 37,258 2,742
29,000 25,000 24,367 633
80,000 35,265 35,265 N
30,000 14,000 12,890 1,110
- 6,549 5,090 1,459
8,150 4,100 4,072 28
3,585,410 3,345,894 3,310,898 34,996
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JACKSON DISTRICT LIBRARY

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2005

Charges to Appropriations (Continued)

Staff development
Staff recognition
Telephone
Transportation

- Mileage reimbursement

Vehicle repairs and maintenance

Insurance and bonds

Utilities

Indirect State aid

Data lines

Internet lines

Fax lines

Library programs

Recruitment

Interloan

Miscellaneous

Word wise

Books:
Hardbound/Trade
Paperback
Reference

Periodicals

Audio-visual

Online databases

Electronic software

Bindery

Contingency

Building & improvements

Office equipment

Capital outlay-Computers

Capital outlay-Other

Total Charges to Appropriations

Budgetary Fund Balance-December 31

VARIANCE WITH
FINAL BUDGET
ORIGINAL  AMENDED FAVORABLE
BUDGET BUDGET ACTUAL  (UNFAVORARBLE)
35,000 29,000 27,861 1,139
3,000 5,620 5,206 414
28,000 28,000 23,077 . 4,923
4,000 6,000 5,718 282
17,000 11,000 10,330 670
3,000 2,500 2,321 179
52,000 61,000 47,613 13,387
90,000 90,000 76,612 13,388
70,000 70,000 68,885 1,115
55,000 68,000 66,126 1,874
18,000 18,000 15,272 2,728
3,090 1,500 1,039 461
35,000 41,500 40,470 1,030
7,000 6,500 5,596 904
1,000 240 240 -
8,000 8,000 5,262 2,738
6,000 12,194 7,403 4,791
347,100 370,506 363,433 7,073
12,000 12,000 10,607 1,393
24,500 24.500 17,094 7,406
43,000 43,000 42,207 793
139,900 139,900 139,142 758
50,000 60,000 59,933 67
8,500 10,000 9,431 569
1,000 1,000 617 383
30,000 14,000 13,401 599
150,000 3,000 2,209 791
27,000 25,000 23,704 1,296
51,000 51,000 50,725 275
127,500 294,900 201,508 3,392
4,932,000 4,853,754 4,743,940 109,814
$ 2,457,104 § 2,736,167 $ 2,845672 § 109,505
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JACKSON DISTRICT LIBRARY
PENSION SYSTEM SCHEDULE OF FUNDING PROGRESS

DECEMBER 31, 2005
Schedule of Funding Progress:

PBO asa
Val Pension Percent
Date Net Assets Benefit Assets in Annual of Annual
Dec. Available Obligation Percent Excess Covered Covered
31 for Benefits (PBO) Funded of PBO Payroll Payroll
1993 1,719,555 1,164,936 148%- 554,619 852,996 65%
1904 1,856,723 1,275,094 146% 581,629 757,400 77%
1995 2,039,871 1,436,809 142% 603,062 742,610 81%
1996 2,285,878 1,501,438 152% 784,440 762,957 103%
1997 2,717,823 1,964,275 138% 753,548 783,917 56%
1998 3,037,748 2,153,152 141% 884,596 770,757 115%
1999 3,471,090 2,071,554 168% 1,399,536 912,232 153%
2000 3,790,968 2,344,160 162% 1,446,808 088,308 146%
2001 4,061,616 2,616,322 155% 1,445,204 1,111,928 130%
2002 4,172,080 2,899,437 144% 1,272,643 1,130,716 113%
2003 4,462,261 3,366,487 133% 1,095,774 1,304,603 84%
2004 4,719,822 3,507,305 135% 1,212,517 1,194,145 102%
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JACKSON DISTRICT LIBRARY
STATEMENT OF ACTIVITIES - DETAIL
- FOR THE YEAR ENDED DECEMBER 31, 2005

EXPENSES:
Salaries and wages $ 2,290,879
Board per diem _ 8,830
Sick and vacation wages 10,566
Social security 171,123
Health insurance 455,736
Life insurance 653
TUnemployment 6,478
Director's conference 4,704
Office supplies 33,647
Postage ‘ 17,686
Computer supplies 44,929
Printing/promotions/publicity : 20,278
Technical processing supplies 16,299
Contracted services:
Professional 24,437
Office equipment 27,470
Building/grounds _ 51,287
Software/upgrades 17,520
Other 37,258
Online computer library catalog 24,367
Shared computerization agreement 35,265
Building and maintenance supply 12,890
Gifts and memorial materials 5,090
Professional memberships and dues 4,072
Staff development S 27,861
Staff recognition 5,206
Telephone 23,077
Transportation 5,718
Mileage reimbursement 10,330
Vehicle repairs and maintenance ' 2,321
Insurance and bonds 47,613
Utilities 76,612
Indirect State aid 68,885
Data lines 66,126
Internet lines 15,272
Fax lines 1,039
Library programs 40,470
Recruitment 5,596
Interloans ) 240
Miscellancous 5,262
Subtotal ' o 3,723,092
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JACKSON DISTRICT LIBRARY
STATEMENT OF ACTIVITIES - DETAIL
FOR THE YEAR ENDED DECEMBER 31, 2005

EXPENSES: (Continued)

Word wise expenses . 7,403
Periodicals 42,207
Online databases ' 59,933
Bindery 617
Contingency 13,401
Building and improvements 2,209
Office equipment 23,704
Depreciation 313,859
Total expenditures ' 4,186,425
REVENUE:
Property taxes 3,271,643
State shared revenues 137,771
Charges for services 219,164
Penal fines - ' ‘ 532,672
Investment income ' 109,659
Contributions and grants ‘ 37,750
Qther revenues _ 688
Total revenues 4.309,347
Excess of Revenues Over (Under) Expenditures 122,922
Net Assets - Beginning 3,852,524
Net Assets - Ending $ 3975446
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ACCOUNTING MEMORANDUM
COMMENTS AND RECOMMENDATIONS
FOR THE YEAR ENDED DECEMBER 31, 2005

EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Public Act 621 of 1978, Section 18(1), as amended, provides that a local unit shall not incur
expenditures in excess of the amount appropriated. As detailed in Note 2 of the financial
statements the Library incurred expenditures in excess of amounts appropriated in one area.
The Library does an excellent job of monitoring and amending the budget and the single
expenditure in excess of appropriation was minor compared to the overall budget.

SEGREGATION OF DUTIES

Because of the limited size of the Jackson District Library’s accounting staff, proper
segregation of duties cannot be accomplished. This is an inherent weakness in the internal
controls of the Library. The Library’s management needs to continue to exercise appropriate
management oversight to help compensate for the lack of staff. The only corrective action
would be to hire additional staff, which is not practical.




